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Euvrope’s Place in World Trade 


At the International Finance Session of the Forty- 
Second National Foreign Trade Convention in New York 
on November 14, 1955, Dr. Otmar Emminger, Executive 
Director of the International Monetary Fund for the 
Federal Republic of Germany, stated that the European 
economy had adjusted itself to the many changes in the 
structure of the world economy with much greater success 
than after World War I, when it took nearly ten years to 
restore European production and trade to the prewar 
level. Industrial production in Europe is at present 70 
per cent, and the volume of European exports more than 
70 per cent, above prewar. During the last few years 
Europe has experienced the biggest and most sustained 
boom in this century, and the momentum and speed of 
the boom has increased during the last two years. During 
that time, the average annual increase in European indus- 
trial production has been 8 to 10 per cent, and foreign 
trade has expanded even more. However, Europe has not 
yet fully caught up with the enormous wartime and post- 
war advances of North America, and the recovery in 
European foreign trade is still lopsided: while intra- 
European trade is soaring high above all former levels, 
Europe has not succeeded in regaining its prewar position 
in those markets where, in the meantime, American export 
industry has firmly entrenched itself, such as the markets 
of the Western Hemisphere and in some parts of Asia. 

In spite of these limitations, the economic comeback of 
Western Europe has provided during the last few years 
the main impulse for the gratifying expansion of world 
trade. During the U.S. recession of 1954, Western Eu- 
rope’s economy forged ahead undisturbed, and the boom- 
ing imports of Western Europe more than made up for 
the drop in American foreign purchases. The European 
economy has become a partner with a strength of its own 
and a dynamics of its own. 

The economic comeback of Western Europe was as- 
sisted greatly by a favorable tide in the world economy 
and by the generous initial help from the United States. 
There are, however, several reasons that justify the belief 
that the new European position in world trade is now 
based on fairly strong and solid foundations. 

The first element of strength is the new dynamism that 
is apparent in the postwar economy of most European 
countries. During the last seven years, the rate of tech- 
nical progress, the level of investment, and the rate of 
capital accumulation have all been, on an average, much 
higher than ever before in European history. Even more 


important is the change in the attitude of the European 
business community. Successful expansion has bred con- 
fidence in the future—which is quite remarkable, consid- 
ering Europe’s exposed geographical and political posi- 
tion—and there is a much greater readiness today to 
accept the challenge of competition and a free market 
economy. Governments, too, although they sometimes still 
labor under strong protectionist pressures, have in many 
countries shown a greater readiness to accept the rules 
of the free market in foreign trade and payments. 

Second, Europe has rediscovered the importance of 
monetary stability. Europeans have learned by experi- 
ence that expansion is not necessarily tied to permanent 
“creeping” inflation. During the big expansion in the 
three years 1952-54, prices in most European countries 
remained remarkably stable. Reborn confidence in mone- 
tary stability has helped to re-establish the habit of saving, 
and increasing capital formation has helped to revive 
capital markets. People—and politicians—have acquired 
a new “taste for stability.” Governments and central 
banks in most European countries can count on the sup- 
port of public opinion when they declare that financial 
stability must have priority over all other goals of eco- 
nomic policy. 

Third, many European industries have greatly improved 
their competitive power. This has helped to put the 
European payments balance into better shape. Europe's 
dollar equilibrium, however, still depends on high Amer- 
ican outlays abroad for military purposes; and of late, 
in some countries, booming domestic markets and sharp 
increases in wage and other costs may have impaired the 
competitive position. 

A fourth element of strength is the greatly strengthened 
exchange reserves of most, though not of all, European 
countries. 

Finally, a large degree of economic “integration” has 
been achieved in Europe as a result of a determined effort 
at liberalization of trade and services and, partly, of cap- 
ital movements also. Europeans have learned to some 
extent to harmonize and coordinate their domestic and 
trade policies, and have realized at last that none of them 
can gain by his neighbor’s difficulties. 


The goal of a common free European market, however, 
has not yet nearly been reached. There is still much to be 
done, and divergences of financial and wage policies create 
oceasional difficulties and tensions. But a large part of 
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what is physically possible in mutual trade in goods and 


services seems to have been achieved. 

Today, the increasing European demand for many 
goods can no longer be satisfied from sources in Europe. 
‘his is, of course, one of the reasons why, in 1955, the 
flow of goods from North America to Europe has in- 
creased relatively so much more than trade inside Europe. 
It shows that there is a natural limit to that postwar trend 
toward “regionalization” of world trade, whereby much 
of Europe’s trade expansion took place inside Europe (or 
with its nearest dependencies), while, on the other side, 
the trade of North and South America was largely con- 
centrated on the Western Hemisphere itself. 


In discussing the warning signals that have recently 
appeared in some European countries, Dr. Emminger 
pointed out that there are differences in the degree to 
which the various European countries have been affected 
by the new difficulties. The root of the present difficulties 
in a number of European countries is really that they 
were too successful in their policies of stimulating invest- 
ment and achieving full employment. There is a very 
narrow margin between full employment and unhealthy 
overemployment that leads to a continuous wage-price 
spiral. Today, there is a general shortage of labor in 
Europe, and nearly everywhere demand is bumping 
against the ceiling of resources. Most European countries 


are now groping for the right way to “curb excess” with- 


out jeopardizing prosperity, to make expansion compati- 
ble with stability. 


Three factors make this task more difficult in Europe 
than it is in the United States. At least in some regions 
of Europe, there is an oversensitiveness to every indica- 
tion of price increases, a kind of “inflationary psychosis,” 
whereby even quite partial price increases are easily gen- 
eralized throughout the economy through anticipatory 
wage demands and profit margins, and through specula- 
tive investment. A second handicap is the inability of 
Europe to expand production of some basic materials, 
especially coal, quickly enough to keep pace with a fast- 
growing demand. Even Great Britain and Germany are 
about to become net importers of coal and steel. Greatly 
increased imports of these materials weigh heavily on the 
European dollar balance, and their high cost is apt to 
disturb the cost structure of many European industries. 


The balance of payments also always sets limits on 
expansion in Europe, where imports amount to at least 
15 per cent of national production, and where domestic 
expansion has a habit of leading to strains in the foreign 
balance. By and large, Europe’s former surpluses in the 
dollar balance on current account (including U.S. military 
outlays in Europe) have by now disappeared. While the 
task in the United States may be to reconcile full employ- 
ment with monetary stability, the European dilemma us- 
ually is three-cornered, namely, how to make a high level 
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of employment compatible with price stability and also 
with external equilibrium. 

These handicaps make the pursuit of continuous high- 
pressure prosperity in Europe a much more risky and 
arduous undertaking than in the United States. Com- 
pared with the American economy, the European resem- 
bles a highly geared motor with a too-narrow margin of 
reserve power. 

In spite of these handicaps, there is ground for “mod- 
erate optimism.” European domestic difficulties in the 
price sector today nowhere come near the proportions of 
the boom of 1950-51, and since that time, productive 
capacities have become much greater. The current pres- 
sure on European foreign exchange positions is not nearly 
comparable with former exchange crises. Much of it has 
been temporarily exaggerated by speculation and bad 
nerves. From an over-all point of view, the European 
balance with the rest of the world, though no longer yield- 
ing big surpluses, is still more or less in equilibrium. 

What is required is not a general cutback in activity, 
but only a “pruning” of excess demand. The conviction 
is growing in Europe that the best way to preserve pros- 
perity is to moderate the boom. The task of moderating 
the boom and consolidating the expansion has been en- 
trusted in many European countries to the orthodox 
weapons of financial policy, and in particular also to 
monetary policy. Financial and monetary policies are 
being put to the test again, just as in 1950-51. There are 
good grounds for believing that if these orthodox meas- 
ures are left to work their way through the economy, un- 
hampered by strikes and political disturbances, they will 
do the job that is expected of them. 

For world trade this may mean a period of reduced 
speed ahead. But there is some prospect that any slowing 
down of European imports may, from a world trade point 
of view, be compensated in the near future by an increase 
in the foreign purchases of North America. Developments 
and policies in the United States can both help and 
hamper Europe in its struggle to restore a sound equilib- 
rium. 

Referring to the disappointment expressed in some 
quarters at th- apparent standstill, or even setback, in 
the movement toward convertibility, Dr. Emminger stated 
that convertibility would be built on quicksand if stabil- 
ity on the home front were not firmly established before- 
hand. All the European countries that have had to worry 
about their external balance have relied, without excep- 
tion, upon the classical “medicine” of curbing expendi- 
ture through financial policy. There has been no reversion 
to import or exchange restrictions. Thus, these countries 
really acted in conformity with the code of convertibility, 
even though it was only a partial convertibility which they 
defended. Further progress has been made toward the 
abolition of bilateral payments arrangements and toward 
freer entry of goods from the dollar area. If the essence 
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and main goal of convertibility is a freer flow of goods, 
services, and capital, especially on a nondiscriminatory 
basis, there has been definite progress toward de facto 
convertibility, and not standstill or retrogression. 

Discussing Europe’s present position in international 
finance, Dr. Emminger stated that some lag in the 
revival of international capital movements was, as far as 
Europe was concerned, inevitable. It was, and is, not 
simply a matter of administrative restrictions. Europe 
had first to put its own house in order before it could 
think of becoming a partner again in the world’s capital 
market, whether as creditor or debtor. This required the 
re-establishment of orderly domestic capital markets; the 
clearing away, where necessary, of the debris left as a 
legacy of the past few decades; and the restoration of 
shattered confidence. As these tasks are completed, a 
comeback of Western Europe may be expected also in the 
field of international finance, though this comeback can- 
not mean a return to some historic pattern of Europe's 
international capital relations. 

One promising new beginning has been the surprising 
revival of private portfolio and other investment abroad 
in the overflowing capital markets of Switzerland and 
Holland. Much of it goes to neighboring European coun- 
tries or to the World Bank; the next and easiest step 
would be to encourage and widen such capital flows 
inside Europe. 

There is already an appreciable capital flow to some 
overseas areas, namely, from countries like England, 
France, or Belgium to their respective monetary areas 
overseas. The net outflow of capital of all kinds from 
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Europe, together with the considerable repayments of old 
debt to North America, has been estimated as approach- 
ing $1 billion annually. 

In Dr. Emminger’s view, Europe as a whole is not 
likely in the long run to be a net importer of capital from 
the United States. Europe may even for some time on 
balance be a net exporter of capital to the United States 
by repaying some of its old debts. The most likely and 
the most desirable course in the future is a lively mutual 
exchange of capital between the two regions, mostly in the 
form of direct investment, leading to an intensive inter- 
change of technical knowledge and a mutual spreading 
of risks. The beginning of such a useful capital exchange 
and of a gradual drawing together of the American and 
European stock exchanges has already been made. This 
pattern would also fit well into the mutual investment 
position inherited from the past. Both the United States 
and Western Europe still hold big investments in one an- 
other, without any clear preponderance on either side. 
To build on these foundations should not be very difficult. 
The real problem of international capital relations will lie 
in the establishment of efficient machinery for supplying 
underdeveloped countries with long-term private capital 
in the proper form. Here, where North America and 
Western Europe are not competitors but, rather, partners 
with a common responsibility, they may well try to.pool 
their respective resources. In the field of international 
finance, a new dynamic Europe may build a rewarding 
new position, which, as in the field of trade, is more 


modest than formerly, but perhaps built on firmer ground. 


Relations Between the IMF and the GATT 


During the hearings of the Subcommittee on Foreign 
Economic Policy of the Joint Committee on the Economic 
Report, U.S. Congress (see this News Survey, Vol. VIII, 
p. 166), a statement of personal views was made on 
November 14 by Mr. Irving S. Friedman, Director of the 
Exchange Restrictions Department of the International 
Monetary Fund. In referring to the relations between the 
International Monetary Fund and the ConTrRacTiNnc 
Parties to the General Agreement on Tariffs and Trade, 
particularly as they affect the removal of restrictions and 
discriminations, Mr. Friedman said, “The United States 
has a keen interest in the removal of restrictions and dis- 
criminations which now impede the establishment of a 
nondiscriminatory multilateral system of trade and pay- 
ments. The United States and other hard currency coun- 
tries suffer the most from the discriminatory practices of 
other countries. U.S. exporters of many commodities 
find that they do not have the same commercial access to 
foreign markets as do other suppliers. Moreover, the 
elimination of restrictions and discrimination is an in- 
tegral part of any program to place the free world econ- 


omy on a firm and enduring basis. By giving up reliance 
on such restrictions, countries get additional major rea- 
sons to avoid inflation, to maintain export competitive- 
ness, and to rely upon the market mechanism, domestically 
and internationally. In this way the economies of the free 
world can achieve the strength and flexibility which they 
need to cope with a dynamic world. 

“The United States has contributed to the achievement 
of these desired conditions in many different ways, in- 
cluding large-scale financial assistance. Another im- 
portant way has been through its support of the Interna- 
tional Monetary Fund and of the General Agreement on 
Tariffs and Trade, usually referred to as the GATT. 
These are the two principal international institutions de- 
voted to the achievement of a world-wide nondiscrimina- 
tory multilateral trade and payments system. Together, 
they provide the machinery for international collaboration 
to this end. 

“The existence of two international institutions with 
similar objectives which are concerned with similar eco- 


nomic activities necessarily makes important the question 
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of effective collaboration between the two. Thus, in con- 
sidering ways and means whereby the United States might 
achieve its traditional objectives of nondiscrimination 
and multilateralism, the question arises of how effective 
is the collaboration between these two international insti- 
tutions and how it might be improved, if necessary. 

“Generally speaking, there is a fairly clear division of 
responsibilities and activities between the Fund and the 
GATT. Much of the work of the GATT, for example, is 
devoted to what might be called pure trade matters, such 
as tariff negotiations. Much of the work of the Fund is 
devoted to such matters as exchange rates and the use 
of its financial resources. Action in the exchange field 
affects trade, and changes in commercial policy inevitably 
affect exchange. Both institutions are mindful of these 
interactions. For example, when the Fund considers a 
change in the multiple currency system of a country, it 
takes into account its commercial as well as its financial 
impact, both on other countries and on the country 
itself. The General Agreement recognizes this problem 
when it provides that the members of the GATT shall not 
by exchange action frustrate the intent of the General 
Agreement, nor by trade action frustrate the intent of the 
Fund Agreement. 

“Collaboration is most important when both institd- 
tions are dealing with a common problem. The most im- 
portant single area in which this occurs in practice is with 
respect to restrictions on trade and payments imposed for 
balance of payments reasons. Let us suppose, for ex- 
ample, that a country encounters a sudden balance of 
payments crisis which it decides after appropriate con- 
sideration to meet through tightening its system of re- 
strictions. Let us also suppose that the situation is such 
that the country decides to discriminate against dollar 
imports by intensifying dollar restrictions more than 
those applying to goods from other sources. 

“The GATT permits countries to use quotas on imports 
for balance of payments purposes under specific condi- 
tions, but the country must consult with the GATT to 
insure that these conditions have been fulfilled. The 
members of the GATT are interested in having these con- 
sultations to insure that their commercial interests are 
protected to the maximum amount feasible in the light of 
the situation of the country. 

“The Fund also has a clear interest in the changes 
introduced in the country. The system of exchange re- 
strictions, which is within the competence of the Fund, 
has been changed. The Fund also has responsibility for 
advising members on ways and means, such as the use 
of monetary and fiscal policy, of overcoming their bal- 
ance of payments difficulties. 

“The GATT will be interested primarily in the trade 
aspects, the Fund in the financial aspects, but it is a com- 
mon problem on which they are working. Effective col- 
laboration is essential. Without such collaboration there 
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would be the danger of conflicting international judg- 
ments or advice on the same action. Without exaggerating 
its likelihood, countries might find themselves in the 
peculiar position of being told by one international agency 
that their actions were internationally acceptable, and be- 
ing told by the other that they were internationally unac- 
ceptable. Member countries might find themselves being 
called upon, to an excessive extent, to explain to interna- 
tional bodies the reasons for their actions. 

“In view of the importance of achieving this collabora- 
tion, it is not surprising that, with the Fund already in 
existence, there were written into the GATT specific pro- 
visions to that end. Much of Article XV of the General 
Agreement is devoted to this subject. In its opening 
paragraph it provides 

The CONTRACTING PARTIES shall! seek co-operation with 

the International Monetary Fund to the end that the 

CONTRACTING PARTIES and the Fund may pursue a co- 

ordinated policy with regard to exchange questions 

within the jurisdiction of the Fund and questions of 


quantitative restrictions and other trade measures 
within the jurisdiction of the CONTRACTING PARTIES. 


“The achievement of cooperation between the two in- 
stitutions does, however, have to overcome certain ob- 
stacles. In the first place, the two institutions differ 
markedly in their methods of operation. The General 
Agreement sets forth certain specific policy criteria for 
justifying the balance of payments need for import re- 
strictions. In the Fund Agreement, there is a general 
statement of purposes which include the achievement of 
a multilateral system of payments for current transactions, 
but the evolution of policy criteria is left to the Executive 
Board. At the present time, most of the Fund members 
are operating under Article XI‘ of the Fund Agreement. 
This permits countries to maintain exchange restrictions 
necessary for balance of payments reasons, subject to the 
condition that they consult annually with the. Fund re- 
garding their continued need for them. In these annual 
consultations, the Fund expresses its views on the appro- 
priateness of the country continuing to maintain its ex- 
change restrictions. There is in these circumstances con- 
siderable leeway for the Fund in judging the individual 
cases made by members. In the case of multiple currency 
practices (similar to the case of par values), the Fund 
requires that a country obtain the Fund’s approval before 
making changes in its system. These approvals are fre- 
quently requested on short notice, with absolute necessity 
for the maintenance of secrecy. 

“The administration of the two institutions is also quite 
different. The GATT relies essentially upon periodic ses- 
sions of national representatives, with some machinery for 
collaboration between sessions. Continuity is provided by 
the Secretariat. The Fund has an Executive Board, rep- 
resenting its members, which is in continuous session. It 
therefore can and does act on behalf of its members on 
very short notice. 


“Furthermore, the Fund is in continuous contact with 
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its members with respect to their use of restrictions. Since 
1952, for example, the Fund has each year consulted with 
nearly all of 46 member countries which maintain restric- 
tions, both of a discriminatory and nondiscriminatory 
character. In this process Fund missions have visited 
nearly 40 countries more than once. In many instances 
officials from the countries have come to Washington to 
explain the actions of their countries in this field. The 
Fund is repeatedly being confronted with requests by 
countries with multiple exchange rates for Fund approval 
to make changes in their rate structures. All of these ac- 
tivities have frequently led the Fund to give technical and 
financial assistance to members to aid them to reduce 
restrictions and discrimination and to stabilize their do- 
mestic economies. 

“Moreover, these institutions differ in their member- 
ship and voting methods. The Fund has weighted voting 
related to size of quotas in the Fund, and at the present 
time has 58 members. The GATT has 35 members, each 
of whom has an equal voice in GATT decisions. These 
factors, of course, also affect the character of the delibera- 
tions on any common problem. Finally, the Fund is located 


in Washington and the GATT in Geneva. 


“Despite these obstacles, the two institutions have 
worked well together. Both have shown considerable flexi- 
bility and willingness to adjust their own activities to help 
achieve the desired collaboration. Each institution cannot, 
of course, enter into arrangements which interfere with 
its ability to carry out its responsibilities. Each, however, 
has been sympathetic to the needs and requirements of the 
other. The fact is that countries have not in practice re- 
ceived different advice from the two institutions on the 
same matter. Experience has shown how it is possible for 
both institutions to act on the same problem without bur- 
dening the country excessively. Basically, this is accom- 
plished by the GATT having the Fund act as its financial 
advisor when the GATT considers restrictions for balance 
of payments purposes. Moreover, generally speaking, the 
right to discriminate in the trade field in the use of re- 
strictions for balance of payments purposes is closely 
linked with the right to discriminate in the exchange field 
under the Fund Agreement. Thus, in most cases, if a 
country has been able to justify its discriminatory prac- 
tices to the Fund, it will not find such discrimination 
challenged in the GATT. 

“On many occasions the Fund has provided financial 
advice to the GATT, and indeed is doing so in the session 
of the ContTRACTING Parties now taking place in Geneva. 
The GATT is now considering various aspects of the re- 
strictive systems of Australia, Ceylon, New Zealand, South- 
ern Rhodesia and Nyasaland, and the United Kingdom. 
The Fund is contributing to these considerations by pro- 
viding background material on the positions of these coun- 
tries and, where appropriate, judgments as to their need 
for the level of restrictions and degree of discrimination. 
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When the Fund planned its work in the field of exchange 
restrictions during the last year, it kept in mind the needs 
of the current session of the GATT. It adapted its schedule 
of work so that the GATT could be provided with up-to- 
date reports and advice. 

“Further progress in achieving closer collaboration will 
surely be made as more experience is obtained. Much will 
depend on the future machinery for the administration of 
the General Agreement. The present structure of the GATT 
places inevitable limitations on its ability to act quickly. 
Because of the nature of the problems involved, interna- 
tional procedures on exchange rates and practices must 
be rapid and confidential. If the fullest consideration is 
to be given both to the trade impact of exchange meas- 
ures and to the financial impact of trade measures, it is 
necessary that both institutions be enabled to act with 
comparable speed. The establishment of intersessional 
machinery for the GATT has helped to alleviate this prob- 
lem, but some of it still remains. In the meantime, in the 
important area of restrictions for balance of payments 
purposes, collaboration is taking place.” 

With reference to the progress made in removing re- 
strictions and reducing discrimination, Mr. Friedman said, 
“For a number of years there was a widespread belief that 
balance of payments restrictions were either desirable or 
at least inevitable. Many felt that discrimination would 
probably be a more or less permanent feature of inter- 
national trade and payments. Foreign exchange shortages, 
particularly of U. S. dollars, were foreseen for an indefin- 
itely long period of time. 

“At present, we find that many countries have come to 
recognize that, whatever the short-run convenience, or 
even necessity, of such restrictions, they have heavy, even 
though hidden, costs. The use of such restrictions may 
encourage inflationary policies and uneconomic produc- 
tion of commodities less necessary for development or 
basic consumption. Less real income is then available for 
distribution. Restrictions may cause distortions between 
domestic and external prices. They may complicate mone- 
tary and fiscal policies if they lead to a need for subsidies 
for uneconomic industries. It is now more widely recog- 
nized that, when balance of payments restrictions are dis- 
criminatory, they have the additional adverse effect of 
weakening export positions relative to those countries 
which are able to keep costs down by importing on a price 
basis. This last consideration is of particular importance 


for countries which depend on exporting on a competitive 


basis to as wide a market as possible as the principal 
means of paying for needed imports. 


“We are now seeing strenuous efforts by a number of 
countries to reduce their reliance on balance of payments 
restrictions, particularly in their discriminatory aspects 
These efforts can be understood only if we realize that the 
political leaders of these countries see that such restrictive 


practices are not a solution to their international financial 
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and economic problems. More and more, countries have 
come to identify their own national interests with the estab- 
lishment of a multilateral system of trade and payments. 

“On the other hand, a number of countries of consid- 
erable importance for international trade continue to 
suffer from the effects of inflation, with its inevitable ad- 
verse consequences for the balance of payments. Other 
countries which have largely succeeded in overcoming 
inflation still face, nevertheless, the more delicate task of 
maintaining high levels of income and employment with- 
out repeated outbreaks of inflationary pressures and ex- 
cessive drains on reserves. Because of these and other fac- 
tors, the widespread use of balance of payments restric- 
tions still remains. However, countries are moving further 


toward their elimination, despite some slowing down of 
the momentum. What is perhaps most encouraging of all 
is that, as difficulties arise along the road to the achieve- 
ment of elimination of restrictions and discrimination, 
more countries seem determined to take measures which 
will enable them to avoid retrogression. 


“The Fund and the GATT, and their joint work in their 
fields of common effort, provide the machinery necessary 
to achieve the goal of a nondiscriminatory multilateral 
system of trade and payments. The effectiveness of this 
machinery depends in large part, however, on the attitude 
of the members themselves and their willingness to take 
into account the viewpoints and needs of other countries.” 





U.K. Dollar Export Drive 


A new drive to increase exports to the dollar area has 
been launched by the U.K. Dollar Exports Council. Speak- 
ing at a conference held by the Council on November 8, 
the Minister of State, Board of Trade, spoke of the need 
to increase dollar receipts to pay for higher dollar imports. 
In the first nine months of 1955, dollar imports were £188 
million (40 per cent) higher than in the same period of 
1954. U.K. dollar exports in the first nine months of 1955 
were £129 million (19 per cent) higher than in the same 
period of 1954; they were 50 per cent higher than in the 
same months of 1950. Since the prewar period, the volume 
of dollar exports has risen by about two thirds, but this 
is no greater than the increase of total exports. There 
have recently been signs of a recovery of exports to 
Canada from the low levels of 1954. The Government 
does not underrate the commercial difficulties of dollar 
markets—including severe competition, high promotion 
costs, and financial risks. It has been assured that recent 
U.S. Government trade decisions do not represent any 
departure from the pursuit of a liberal trade policy. In 
only 6 out of 56 applications to the U.S. Tariff Commis- 


sion has the rate of duty been raised. 
The Economic Secretary to the Treasury said that the 
policy of the U.K. Government would, in any event, be to 


In addition, 
dollars will be made readily available for all kinds of 


continue its trade liberalization policies. 


trading investments in the United States and Canada that 
might increase exports to those countries, increase the 
supply of raw materials to U.K. interests, or promise a 
high yield on invested capital. 

The Chairman of the Council, reviewing the Council’s 
work, emphasized that, while much had been achieved, 


the results were not yet good enough. The U.K. share 





of total Canadian imports fell from 18 per cent in 1938 
to 844 per cent in 1955; and its share in Latin American 
imports fell from 7 per cent to 4.6 per cent, being ex- 
ceeded this year by Germany’s share, which is now 5.7 
per cent. The United Kingdom has done better in the 
United States, where its share now is 5.3 per cent, com- 
pared with 6 per cent before the war. 


Source: The Financial Times, London, England, No- 
vember 9, 1955. 


New Banking Service in Finland 


One of the largest commercial banks in Finland, Nor- 
diska Foéreningsbanken, has introduced so-called deposit 
checks for use by customers having time deposits, thereby 
starting a new and unique type of customer service in 
Finland. Deposit checks are issued in denominations of 
5,000, 10,000, and 20,000 markkas; depositors may obtain 
the checks in the branch office in which their accounts 
are kept. On the depositor’s account an amount equivalent 
to the deposit checks received, up to a maximum of 
100,000 markkas per month, is blocked in order to guar- 
antee that the checks are always covered by a deposit. 
Interest is paid on the blocked amount until the check is 
honored by the bank. The deposit checks offer the ad- 
vantage that large unexpected expenses may be taken care 
of without carrying large amounts of cash. They may 
be used for payments in hotels, travel agencies, stores, etc., 
and in this respect are fully comparable with traveler’s 
checks. 


Source: Svenska Handelsbanken, /ndex, Stockholm, Swe- 
den, October 1955. 


Austrian Bank Rate 


The discount rate of the Austrian National Bank was 
raised from 41% per cent to 5 per cent per annum, effective 
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November 17. This was the second change during the 
current year, the increase from 344 per cent to 4% per 
cent having been made on May 20 (see this News Survey, 


Vol. VII, p. 368). 

It is reported that credit controls have been reinforced, 
and that the commercial banks have been requested to 
reduce their credit commitments by 10 per cent within a 
period of three months. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, No- 
vember 14 and 18, 1955. 


Middle East 


Iraqi Date Exports 


Following discussions during the meeting in October of 
the Anglo-Iraqi Economic Committee, the U.K. Govern- 
ment agreed to abolish, as of November 7, 1955, the 10 
per cent import duty on pitted dates, which are the only 
type of Iraqi date exported to the United Kingdom. Dates 
are third in importance among Iraq’s exports (after 
petroleum and barley), but their share in total exports 
has declined sharply—from 25 per cent of total exports 
in 1952 to 19 per cent in 1954 and to 10 per cent in the 
first half of 1955. The decline resulted partly from a drop 
in U.K. demand following the end of sugar and sweet 
rationing. In return for the abolition of the U.K. import 
duty on pitted dates, the Iraqi Government agreed to 
make reductions in the duty on certain manufactured 
goods entering Iraq. Details of these reductions are not 
yet available. 


Source: The Iraq Times, Baghdad, Iraq, November 7, 
1955. 


Pakistan's Export Promotion Scheme 


The Government of Pakistan has announced an export 
promotion scheme for the period from October 25, 1955 
to September 30, 1956, to replace the earlier scheme (see 
this News Survey, Vol. VII, p. 168), which lapsed on 
September 30, 1955. The new scheme provides for the 
export of 67 primary commodities and 53 manufactured 
articles contained in separate lists. Exporters of primary 
commodities are allowed to retain 25 per cent of their 
exchange receipts for use against imports of 46 specified 
items, while exporters of manufactured articles will be 
able to retain 15 per cent of their exchange receipts to 
pay for imports of transport equipment, machinery, and 
raw materials needed in their industries. Exporters of 
manufactured articles are also allowed a customs rebate 
on raw materials that they will import. 

Source: Dawn, Karachi, Pakistan, October 26, 1955. 


Far East 
Indian-Egyptian Trade 


The October 1955 issue of the Bulletin of the Reserve 
Bank of India contains an article that reviews the working 
of the Indian-Egyptian trade agreement since it was signed 
on July 8, 1953. During the first year of the agreement 
(July 1953-June 1954), India’s imports increased ‘sub- 
stantially, while exports declined, resulting in a widening 
of India’s deficit with Egypt. In the following year, there 
was a notable improvement for India; imports were 40 
per cent less than in the previous year, and exports in- 
creased more than threefold, with the result that the deficit 
declined from Rs 234 million to Rs 65 million (the 1952- 
53 deficit was Rs 160 million). 


Total imports from Egypt rose from Rs 208 million in 
1952-53 to Rs 263 million in 1953-54, but declined to 
Rs 159 million in the period from July 1954 to June 1955. 
The wide fluctuations may be related to the predominant 
position of raw cotton in India’s imports from Egypt, this 
item accounting for 99 per cent of total imports in 
1952-53 and 1953-54 and for 96 per cent in 1954-55. 
Imports of raw cotton rose from Rs 206 million in 1952-53 
to Rs 261 million in 1953-54, but declined sharply in the 
following year, to Rs 152 million. The decline in 1954-55 
may be attributed to a decrease in demand for Egyptian 
varieties of cotton on account of high prices; Indian im- 
porters switched from Egyptian cotton to long-staple 
cotton from other countries, following the Government’s 
decision on June 16, 1954 to permit during 1954-55 the 
import from any area of raw cotton stapling 1'4¢ inches 
and above. Cotton imports from the United States rose 
ftom 4 per cent of total cotton imports in 1953-54 to 31 
per cent in 1954-55, whereas imports from Egypt declined 
from 52 per cent to 33 per cent. The recent increase in 
production and exports of medium varieties of Indian 
cloth using more short-staple Indian cotton also may have 
contributed to a decline in imports of long-staple foreign 


cotton, 


Total exports to Egypt declined from Rs 49 million in 
1952-53 to Rs 30 million in 1953-54, but rose in the fol- 
lowing year to Rs 94 million. The quantity of tea exports 
rose from 6.6 million pounds in 1953-54 to 10.3 million 
pounds in the year ended June 1955, while the value rose 
from Rs 15 million to Rs 37 million, owing mainly to the 
spurt in tea prices during the year. However, the share 
of tea in total exports declined from 62 per cent in 1952-53 
to 49 per cent in 1953-54 and to 40 per cent in 1954-55. 
The volume of jute textile exports increased from 5,700 
tons to 33,600 tons, and the value rose from Rs 6.7 million 
to Rs 46 million. The share of jute in total exports rose 
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from 22 per cent to 49 per cent; the marked increase 
may be related to the increase in agricultural production 
in Egypt in 1954, particularly of wheat and rice, and the 
consequent greater demand for packing material. 


Source: Reserve Bank of India, Indian News Digest, 


Bombay, India, November 1, 1955. 


Exchange and Banking Policy in Indo-China 


With reference to the measures taken by the National 
Bank of Vietnam to guarantee the dollar exchange rate of 
the piastre for imports provided under U.S. aid (see this 
News Survey, Vol. VIII, p. 137), the High Commissioner 
for Vietnam in France has stated that the guarantee does 
not imply any separation of the piastre from the franc 
area. It was given in response to wishes expressed in 
banking, commercial, and industrial circles, both Euro- 
pean and Vietnamese, and was intended to check the 
operations of speculators who had spread rumors of de- 
valuation in connection with the exchange of banknotes. 

Most of the property of the Bank of Indo-China has 
been purchased by the National Bank of Vietnam. A 
French Bank for Asia is, however, in process of formation, 
to which the former customers of the Bank of Indo-China 
may transfer their accounts. 


The exchange of banknotes in Cambodia, similar to that 
which is being carried out in Vietnam, was completed dur- 
ing the first fortnight of October. The new currency unit 
of Cambodia is the riel, subdivided into 100 sen. The 
current exchange rate of 10 French francs per riel is 
being maintained, but transfers to Vietnam or to Laos 
require the prior approval of the Cambodian National 
Exchange Office, and the currencies of Vietnam and Laos 
will in future be treated in the same way in Cambodia as 
other foreign currencies. At present a Cambodian resident 
may take with him, without previous authorization, 400 
piastres if traveling to Vietnam and 400 kips if traveling 
to Laos. 


Sources: Marchés Coloniaux du Monde, Paris, France. 
October 22 and 29, 1955. 


Taiwan's Foreign Trade 


Efforts at expanding both the area of trade and the 
volume of Taiwan’s exports resulted in a favorable balance 
of more than US$40 million for the first three quarters 
of 1955. According to the report on foreign exchange 
settlements of the Bank of Taiwan, exports totaled 
US$99.7 million, and imports, excluding those under U.S. 
aid, were US$59.3 million. Imports under U.S. aid 
amounted to US$40.3 million in the three quarters. 


Source: Bank of Taiwan, Report on Foreign Exchange 
Business, Taipei, Taiwan, September 1955. 
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Latin America 


Export-Import Bank Loan to Costa Rica 


A credit line of $9,540,000 has been established by the 
Export-Import Bank of Washington in favor of the Gov- 
ernment of Costa Rica. The credit will be used by Costa 
Rica to finance its share of the cost of completing the 
portion of the Inter-American Highway which passes 
through its territory. 

Construction of the highway has been proceeding for 
a number of years under a financing arrangement whereby 
the United States provides two thirds of the funds and 
the Central American countries the remaining third. In 
Costa Rica, the work to be done involves the completion of 
353 miles of highway and the erection of several bridges. 
Source: The Export-Import Bank of Washington, Press 

Release, Washington, D. C., November 8, 1955. 


Mining Equipment for Chile 


The Chilean Government has signed a decree authoriz- 
ing the Caja de Crédito Minero to contract a foreign loan 
of US$3 million to be used to import mining equipment, 
in accordance with the plan for developing small and 
medium-sized mines in Chile, the majority of which are 
still using obsolete methods that result in very low produc- 
tivity. The equipment to be imported will le mainly com- 
pressors, pneumatic drills, steel cables, diesel motors, elec- 
tric motors and generators, pumps for water and sand, 
mills, and spare parts; it will be sold to the owners of 
small and medium-sized mines with credit facilities, ac- 
count being taken of their production capacity and the 
possible expansion of the ore deposits now under exploita- 
tion. The loan will be repaid by the Caja de Crédito 
Minero in four annual installments of $750,000 each, these 
amounts being allocated for this purpose in the foreign 
exchange budget. 

Sources: El Mercurio, Santiago, Chile, October 4, 1955; 
The Journal of Commerce, New York, N. Y.., 
November 9, 1955. 
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